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EXECUTIVE OHPICB OF THE PRESIDENT ,* 

WTICE c F r®Fa®E mobilizatic* 

fc&shington 25, D. C. 


fice of the Director 


Ifereh 8, 1955 




memorandum foe tee chairman 

OPERATIONS COflRDIRATIllO BOARD 


-isrs swLSLfr* 1*-“- » 

from the National cu»*n_ , B ^subsequent discussions arising 

had requested as m^ch InfLmSon as^s^n-M, 

Intelligence Agency on the 2 “▼jilable from the Central 

behind the Iron C^ta in or ITcE£mI* <*n>P«r and nickel 

agr«d open la th. Council £12^! "* 

question arose, that it would be appropriate to ask f thi f 
luqulry on thl. point fro. th. 'Ttenatlo 

or*J£Ji\£? oSl .1 2\2J prao.nUy *, so 

*>*». oortSnlylf ILol^ a ° h S 7 l0T0l "> ■*> to .on. 

aitod States 4 theXrtlt’^lS!^ 2 leTSs T^,** 

as ar^Sri « rsr 

s *• 

its satellites, and probably to China* quantities to the BBER, 

With the British dock strike mwS Si atrfk!! ^^^nJuaotion 
ffllnes hare the effect of drawing on Jr* J h * Hhod€,slfm «°PP«r 

available to the tl.S anrf oT °* of °°PP er normally 

a serious effect on wSd £?* J«r«c eajwts tta* the 05 with 

in the London market hav£ wrently 

a pound. Whereas the pricTn^lT ^^^ ^^^f *£ cente 
up to 33 oents and represents a ooMld«rS^ ** th ® ® ,S * 11118 ®° n ® 
at which oojmer^s hSdXrl»I 2 S 1 * cr ** se over the price 

Premium priSI are blgiLi^^ £ Lid ° f actlvitl ® !5 

due in part to the heSy demands nf 1 ^ aBnUf ! ctyrers .» 

proposes to divert «or7of 

■pit. of th. nMShtta^ol^. r* d , a i? 0 ' to 

about which you are informer ™ 1 pre##Btly eente^latlng and 


2* 


Jhe application of stricter export controls may be ahLa t« nfe«,-4- 
in some measure th# drain .« it c 06 aQi - e *o offset 

however, thojr are «ooonp«,l.a ^'.^“.\ltTS 1 ^S'n w ^ OT! 
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apd other European suppliers to cease or cat down materially oopper 
shipments to countries behind the Curtain, the net effect on the 
world market may sleply be further to increase prices. It is our 
hope that the necessary agreements may be forthcoming and that export 
controls may be used in a manner that will- help to indues these agree- 
ments, by cutting down exports in proportion to the degree that foreign 
countries are exporting oopper to destinations behind the Curtain and, 
therefore ^effect , merely working out a trans -shipment from the B*S, 
this, of course, is the ease when they sell their own domestic supplies 
and replace these by imports from the U.S. in order to increase their 
exports abnor m a lly by large shipments behind the Curtain* 

In the light of these problems of the ODH, it wo tld be useful if the 
Operations Coordinating Board could t 

A, reach the best determinations available of the increased amounts of 
copper in all forms which are presently going behind the Curtain 
through covert as well as overt channels } and 

B, work out programs which would effectively help to prevent this 
abnormal drain on the short supplies available to the tf.S,, with 
its resultant price inflation and soar city and the slowing down of 
the rate at which we can build 151 strategic stock:? 1 b the stockpile* 

We should be glad to famish assistance in this matter, as I am sure 
the Department of Commerce would also* 

1 have used copper as an example, but it would be advantageous to see, 
if possible, whether the saw operation were not also developing In nickel 
and probably in others of the more important of the strategic materials* 

Some attention should certainly be paid to cobelt, tantalum, oolumbium, 
and to others of the alloying materials insofar as the information oan be 
developed* 

Since speed is Important, however, a priority of attention should be 
given to oopper and to nickel* Would you let me know in the first instance 
whether such information can be rapidly developed for the guidance of 
current actions by the OOC, and in the second place keep us informed as to 
the programs which seem likely to be most effective in countering this 
action on the part of the Soviet system where It affects the basic strategic 
supplies of the U.S* and our price structure* 

I enclose a copy of the memorandum which 1 have l ent to you as Under 
Secretary of State* 


/s/ Arthur S, Flemming 

Arthur S, Hemming 
hi rector 
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A. 31flJS Imports 

A tentative estate of Bloc imports in 1953 of all forma of copper suggests 
a minimum of 110,000 tons, rising to 125,000 tons in 1954. M estimates are 


currently being reviewed 


Und may be re- 


vised Subsequent ly * Over one half of the 1954 Sports ocourred after 16 
August 1954, following the removal of uncovered copper wire from embargo. 

Chilean copper moves from Chilean ports to West huropean refineries and/or 
to West European ports for onward shipment to the Bloc, rtexican copper moves 
in a similar pattern. Although the Belgian Congo and Rhodesia are important 
producing areas only a few reports identify copper from -his origin as moving 
to the Bloc via European tree forts. The flow of Turkish copper bound for 
the Bloc via West European Free orts diminished after Turkey entered C0CCM 


Near Eastern copper scrap is 


shipped to the Bloc from the Mediterranean to the Black >ea ports. 

n «w Production in 1953 - 354.000 Metric Tons (deooveruole Copper Content 
J * mm « rn JO Zl « * re) 14.358 Of Free World Production 

Estimated strategic stock piles in the IJ3SS are 240,000 metric tons 
while operational reserves and inventories total 175,000 tons. Total Bloc 
consumption (including additions to reserves) exceeds total current pro- 
duction, the USSR plans to increase copper production in the current five 
year nlan. Soviet resources for such an expansion are limited ancl the plans 
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are not being fulfilled. This failure assumes additional significance when 
it is realized that Soviet planners apparently set the planned rate of growth 
for the copper producing industry at a slower rate than tne growth rate 
planned for copper consuming industries. Thus, even if planned growth of 
the copper industry was realised, there would still be a gap between pro- 

duct Ion and consumption through I960. 

it is difficult to measure, precisely, the contributing effect Bloc 
demand has had on the recent world increases in copper prices. The, labor 
strikes in mining and shipping were major contributors to the increase but 
it is the consensus of market opinion that the pressure of Bloc bids has 
played a significant part in increasing copper prices. *or example, one 
market service reports standing Bloc bids in Europe at four cents per 
pound over the market. 

It is possible that future Hoc demands will have soma impact on 
copper prices. The President's Materials Policy Commission concluded in 
JT 1952 that the normal growth of Free world needs for copper in the period 

through the mid 1970's would require a very large investment effort. Known, 
copper resources are ample to take care of any foreseeable needs, but 
their development and exploitation will at .most keep pace with growing 
demand, and more probably will lag slightly behind that growth due 
hindrances to investment in ths underdeveloped countries in which the 
bulk of the resources are found. It is therefore reasonable to conclude 


SECRET 
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that any superposition of Bloc demand on the r’ree Aorld copier market during 
the next decade or so would serve to maintain copper at e relatively high 
price, and any serious Bloc deficiency in copper over the long term could 
well produce temporary but serious spot difficulties and promote general 
instability in the world market# 



Thousand Metric 

I ercent 

Principal Countries 

Tons 

^°tal _ 

United States 

861 

34.7 

Horthem Rhodesia 

380 

15.3 

Chile 

364 

14.7 

Canada 

230 

9.3 

Belgian Congo 

214 

8.6 

Mexico 

64 

2* 6 

Japan 

58 

2.3 

All others 

309 

12.5 

Total Free World 

2,480 

100.0 

S. Trade Control on Copper 



Current Position 



Embargo on copper and covper case alloys in the 

form of ores and 

concentrates, scrap, metal, 

and semifinished products. 

urvelllance on 

uncovered wire and caole and 

on insulated single strand 

conductor wire of 

0#014 inch or less diameter. 

lio control of other insulated wire and cable* 


Recent Changes 

The items now under surveillance were under com? let© embargo until 
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16 August 1954* 


SICKSL 


A. Bloc Imports g 1954 ( Fyon Pra« Worljj) 

USSR 

Satellites 

total 


So trie To ng 
0 

m 

820 


i-ercant Total 
0 

100. Q 
100.0 


These imports amounted to about J of 1 percent of Free World production. 
There are diversions of nickel sulphate into the Bloc in addition to metallic 
nickel. The total nickel content of these Imports is small in comparison 
vdth the USSR nickel supply, although they represent an important source 
to some of the Satellites. The usual route of diversion to the Bloc is via 
West European Free Ports. In addition, it has been reported that shipments 
haw moved by truck from West to Bast Germany, Japanese traders have been 


mentioned in a few instances* 


B # Bloc Production - 1954 


USSR 

Satellites 
Total Bloc 


Metric Tong Percent Total 


45,000 

500 

45,500 


99 #0 
1.0 
100.0 


Ge Bloc Consumption and strategic Hsseryaa 

It is estimated that Bloc production i3 sufficient to take care of 
essential requirements but that in the event of the removal of 


/ V 
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trade controls on nickel, a .Sloe buying campaign would ensue for the purpose 
of adding to strategic reserves and for expansion of industrial uses. 

D, Free 



Metric T om 

i ercent To 

Canada 

145,000 

82.0 

Cuba 

15,000 

B.5 

New Caledonia 

15,000 

8.5 

Other 

1.900 

-itO 

Total Free World 

176,900 

100,0 
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E, Trade Controls on HiokeX 
Gmrepfc Position s 

Embargo on nickel and nickel base alleys containing 30# or more nickel 
in the fora of ores and concentrates, oxide and scrap, matal, semifinished 
products, and powder. Nickel-bearing steels containing 35# or more of 
alloying elarnents are also embargoed. 

Quantitative control on nicks labouring alloy stools having a nickel 
content of 6 % or more and a combined nicte 1-chromium content of 22# or more, 
■b lurt ing steel tubing of specified sises with the above ranges of nickel 
and chromium contents. 

Surveillance of nickel-bearing alley steels containing 4# or more nickel, 
and of rings containing 30 # or more nickel. 

Recent Changes > 

Ponder, now embargoed, was not controlled until recently. Rings formerly 
embargoed, are now only partially under surveillance. Current control of 
nickel-bearing stainless steels was established in 1954. 

coatig 

A. Bloc Imports - 1954 (From Free forld) * 200 tone 

Bloc offers of premium prices f ccr Free ..arid cotalt are indicative of at 
least local shortages of cobalt. Cobalt irrported by the Bloc during 1954 
originated mainly at two refineries, one in West Garnery and the other in 
France. The pattern of diversion involved sales to a dwiee firm and subsequent 

■ v '^m 
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transshipment via Antwerp and Rotterdam. Smaller lots of cobalt have been 
diverted via Switzerland and Italy* 

B* Rloo Production ~ 19f& * 1910 tons 
0* Bloc Conainaption and Strategic Reserves 

Ih available estimates on consolation and strategic reserves* 

B. ..ftorlA deduction - 1953 


M 3 trio Toms % Total 


Australia 

11 

.1 

Belgian Congo 

0,278 

69.0 

Canada 

796 

6.6 

Finland 

000 

6.7 

Italy 

33 

.3 

French Morocco 

600 

5.0 

Northern Rhodesia 

677 

5.6 

United States 

805 

_Al 

TO fflkL 

12,000 

100.0 


I. Trade Controls or Cobalt 

Current Position * 

Embargo on ores, metals, certain compounds and alloys, and scrap 

ALUMINUM 

The Bloc imported a small amount of aluminum in 1953 (about 13,000 tons), 
mostly from 'Nor -way. Some of this amount was imported in excess of GOCOM quotas. 
Bloc production of aluminum is generally adequate for Bloc needs and the small 
imports mm probably the result of political considerations and local demand 
in peripheral areas of the Bloc, 
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COLUMBXUM AM) TANTALUM 

The Bloc Is not known to have imported either of these ratals. It is 
not possible to ascertain whether this is due to lack of demand for exterra 1 
supplies or to the embargo placed on these metals. 

There has been much discussion on multilateral payments possibilities in 
last-lest trade. If* hoover* a particular country experiences chronic 
difficulty in balancing accounts with each of its trading partners* it has 
only limited possibility of benefiting from an increased f Inedibility in 
international payments. The Satellites have shown a tendency to be in this 
position. Consequently* increased facilities for multilateral settlements 
would have little practical effect or* if accompanied ty credit provisions 
as part of the settlement mechanism* would give rise to chronic debtor posi- 
tions on the part of Eastern European countries. On the other hand* multi- 
liberalism presents certain risks for countries in a mak competitive position. 
They may prefer to adhere to bilateral trading methods as a means of pushing 
their exports in return for their imports. 


if-' 1 , etirq 
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